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Gold Medal and Certificate 
awarded to Wabasso 
for its participation 
in the 
Pavilion of Quebec Industries 
during EXPO 67. 
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no-iron fabrics. RX 
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Anzac Flannelette, one of the new Marvel Press fabrics. 
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ANNUAL 
REPORT 

OF THE 
DIRECTORS 


To the Shareholders: 


Submitted herewith is the 1967 Annual Report of your Com- 
pany, together with Consolidated Statements for that year with 
comparative figures for 1966. The Report of your Auditors is 
attached hereto. 


Consolidated sales for the year 1967 amounted to $37,519,760 
as compared to $41,516,943 in 1966, or a decrease of approxi- 
mately 10%. The consolidated net loss for the year 1967, after 
all charges and on a basis consistent with 1966, amounted to 
$154,470 compared to consolidated net earnings of $1,438,370 
for the year 1966. The result for the year reflects an acceleration 
of normal repair and alteration expenses which accompany a 
modernization program, and the amount expended was second 
only to 1966. 


We entered 1967 with a reasonable backlog of business, but 


| by the end of the first quarter conditions in the industry began 


to deteriorate. By the beginning of the third quarter of the 
year, all the Company's mills were working short time. It is the 
Company’s policy to schedule a two week vacation shutdown 
of all mills during the third quarter. This provides for major 
maintenance items which can be done only when the mills 
are not operating. These shutdowns normally further serve to 
correct any imbalance of inventory and order position as we 
continue shipping and booking orders during this period. 
1967 was abnormal. Additional shutdowns of two weeks 
during the latter half of the year had to be taken in the convert- 
ing operations and all Greige mills except the Greige mill at 
Three Rivers. The yarn mill at Shawinigan had a one week 
shutdown. 


’ A long strike in the building trades in the St. Maurice Valley 


seriously delayed the completion of a major renovation of the 
Greige mill in Three Rivers. This delay, and the resultant pro- 
longed disruption, had a serious and expensive effect on 
operating conditions in that mill. The last of the equipment 
under this portion of the renovation program was not installed 
until February 1968, and we can now look forward to the 
savings which this will offer and also to having the mill again 
in balance. 


The failures of the 1966/1967 and 1967/1968 raw cotton 
crops in the United States resulted in progressive increases 
in the world price of raw cotton. During this period there have 
been substantial wage increases in the Company’s mills. Due 
to the considerable volume of imports from low wage and 


Montreal, March 6th, 1968 


state controlled economies, with their disruptive pricing pol- 
icies, we have been unable to adequately recover our ad- 
ditional costs. 


The sales fall-off which started in the second quarter of 1967 
has not diminished. The U.S. market strengthened in the last 
half of 1967 but this trend was not reflected in the Canadian 
market due to the presence in the market of even larger imports 
of yarns, fabrics, products, as well as made-up garments at 
disruptive prices. 


All labour agreements which expired in 1967 were re-nego- 
tiated for a period of two years. The contract for the St. Maurice 
Valley mills was due to expire in February 1968. By agreement, 
a one year extension to February 1969 incorporating a wage 
increase in line with patterns already set in the industry was 
negotiated. The contract covering the employees of the mill in 
Welland, Ontario expires in 1968 and a new agreement is 
presently being negotiated. 


The cost-price squeeze which started in 1967 will probably , 
continue until the general market condition improves. In \ 
1968, the Three Rivers Greige mill has already had a shutdown ¢ 
of one week and a second week will have to be taken between 
now and June 30th. 


Consolidated Earned and Capital Surplus as at December 31st, 
1967, amounted to $10,865,344 as compared to $11,133,356 
at the end of 1966. Dividends paid during the year on Class “A” 
Preferred shares amounted to $120,000. 


The Offer to Purchase a certain portion of the holdings of 
Class ‘‘B’’ Preferred shareholders of record as at May 24th, 
1967 resulted in the acquisition for cancellation of 118,198 
Class ‘““B” Preferred shares. In addition, the Company pur- 
chased on the open market for cancellation a total of 11,944 
Class ‘’B’’ Preferred shares at prices less than par value and the 
“Contributed Surplus” resulting therefrom of $6,458 is in- 
cluded in the Consolidated Earned Surplus Statement. 


$500,000 of Series “‘C’’ Debentures which matured on July 
1st, 1967 were redeemed pursuant to the Supplementary 
Trust Indenture. 


Working Capital amounted to $13,117,435 at December 31st, 
1967, a decrease of $608,355 from the position at the end of 
1966. 


$2,500,000 of Series “‘D’’ Debentures were sold privately at 
par as of December 1st, 1967. These Debentures carry an 


— 
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interest rate of 6%% and mature at the rate of $500,000 annually 
commencing with the year 1976, or after the full repayment of 
the Series “C’” Debentures. 


Capital Expenditures in 1967 were $1,523,863 compared to 


| $3,060,918 for 1966. The program for increased productivity 
| was continued throughout 1967. The additional capacity at 


Grand’Mere came into production in September but, due to 
trade conditions, the building extension at Shawinigan which 
was to provide for increased capacity was deferred. The initial 
equipment for the manufacture of blends of cotton/synthetic 
fibres was installed in all the St. Maurice Valley mills and 
preliminary results of these blends are encouraging. Expen- 
ditures in 1968 for plant improvement will be restricted to 
essential outlays that are compatible to the Modernization 
program. 


During the year the Company purchased 90,900 shares of 
Fraser Companies Limited bringing our holdings to 234,104 


| shares, or 10.5% of the outstanding common shares. 


The Long Term Cotton Agreement was extended in 1967 
for an additional three years. Where quotas now exist, it remains 
to be seen if the government can hold the line with regards to 
quantities while the rest of the market remains in its present 
condition. More important, future prospects will be effected 
by the extent to which the government use the provisions of 
the Agreement to control those disruptive imports which are 
not now under quantitative control. 


| The Kennedy Round of tariff reductions was completed during 


1967. With the reductions being spread over a period of years, 


| we should be able to meet increased competition from ad- 


vanced economies without serious difficulty. 


Much more important are the changes in the anti-dumping 
procedures which come into effect July 1st, 1968. New 
legislation must be introduced laying down the ground rules 
for the new code. We sincerely hope that this legislation will 
ensure prompt and effective action to be taken when required, 
otherwise our industry could experience even larger imports 
from all sources. 


During the year, one of our key employees developed a new 
no-iron finishing process for which patents have been re- 
quested. An arrangement has been made with this employee 
whereby the Company has acquired world rights for this 
process. We have requested the registration of the Trademark 
MARVEL PRESS which we use for products incorporating 
this process. We first introduced this new process in our 
Household Products line and it has received good acceptance 


from the trade and consumers. This, together with a large 
extension of our Style Bedding line supported by new adver- 
tising and promotional methods has resulted in our being 
able to maintain our market position in this sector. 


Our Exhibit in the Quebec Industrial Pavilion at Expo ‘67 was 
well received by some 800,000 visitors. 


Woods Bag & Canvas Co. Ltd., a wholly-owned subsidiary 
reported a decline in earnings in 1967. The Bag Division ex- 
perienced a further decline in volume and profit and this more 
than offset improvement in the Canvas Division. 


A Special Meeting of Shareholders on December 4th, 1967 
ratified a By-law that authorized a change in the name of the 
Company to WABASSO LIMITED—WABASSO LIMITEE. 
Supplementary Letters Patent dated December 29th, 1967 were 
issued confirming the new name of the Company. Associated 
with the change in name was the development of a corporate 
signature which is prominent in this Annual Report and which 
is being used extensively in our merchandising programs. 
Pursuant to the provisions attaching to the Class ‘’B’’ Non- 
Cumulative Redeemable Preferred shares of the Company, the 
holders of such shares will be entitled to vote at the forth- 
coming Annual General Meeting of Shareholders if a dividend 
on these shares has not been paid up to the time fixed for that 
meeting. 


The Company suffered two serious losses in early 1967 
through the death of two Directors, Mr. N.J. Dawes and Mr. 
O.B. Thornton. Mr. Dawes had been a member of the Board 
since 1935 and Mr. Thornton since 1948. Both of these gentle- 
men made an outstanding contribution to the Company and 
will be greatly missed. 


To fill these vacancies on the Board, Messrs. D.E. Kerlin and 
André Piché were elected to the Board at the 1967 Annual 
Meeting. 


The Company is fortunate in having employees who are willing 
to co-operate and put forth the effort that is required to meet 
changing conditions, and thereby ensure continued progress. 
The Directors are fully cognizant of this contribution and are 
deeply appreciative. 
On behalf of the Board of Directors 
H. ROY CRABTREE 


Chairman and President 
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ASSETS 


CURRENT ASSETS 


Cash 
Accounts receivable 
Trade 
Other 
Income tax recoverable 
Inventories of finished products, goods in process, raw materials and supplies valued at cost, 
replacement cost, or net realizable value whichever was the lower 
Unexpired insurance and prepaid taxes 


SPECIAL REFUNDABLE TAX 


INVESTMENTS 
Common shares (cost 1967 $6,737,958, 1966 $4,604,075) 
(Quoted market value 1967—$4,477,239 
1966—$3,078,886) 
Shares in associated company, at cost 


FIXED ASSETS 


Land, buildings, plant and equipment at cost 
Accumulated depreciation and obsolescence 


GOODWILL, PATENTS AND PROCESSES 


SIGNED ON BEHALF OF THE BOARD: 
H. Roy Crabtree, Director 


Bernard S. Saunders, Director 


AUDITORS’ REPORT 

To the Shareholders 
Wabasso Limited 
We have examined the consolidated balance sheet of Wabasso Limited and its subsidiaries as at December 
31, 1967 and the statements of profit and loss, earned surplus and capital surplus for the year then ended. 
Our examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 
In our opinion these consolidated financial statements present fairly the financial position of the companies as 
at December 31, 1967 and the results of their operations for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 

RIDDELL, STEAD, GRAHAM & HUTCHISON 


March 6, 1968 Chartered Accountants 
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1967 1966 
$ 104,486 §$ 89 ,671 
4 ,045 ,365 4 ,286 ,006 
25 ,602 252 ,629 
41 ,000 196 ,273 
17 ,498 ,956 16 ,638 ,986 
281 ,049 40 ,906 
21 ,996 ,458 21 ,504 ,471 
89 ,902 66 ,975 
6 ,487 ,958 4 ,354 ,075 
45 ,500 45 ,500 
6 ,533 ,458 4 ,399 ,575 
36 ,307 ,334 35 ,574 ,068 
27 ,099 ,606 26 ,419 ,731 
9 ,207 ,728 9,154 ,337 
2 2 
9 ,207 ,730 9 ,154 ,339 
$37 ,827 ,548 $35,125,360 


eee 


AND SUBSIDIARY COMPANIES 
consolidated balance sheet as at december 31, 1967 


LIABILITIES 
CURRENT LIABILITIES 
Bank loans—secured 
Accounts payable and accrued charges 
Sales and other taxes 
Debentures maturing within one year 
DEBENTURES 
1967 1966 

Authorized $15 ,000 ,000 $15 ,000 ,000 

Series “A” and “’B” issued, matured and redeemed $ 5,000 ,000 $ 5 ,000 ,000 


Series ““C’’—5%% serial debentures, maturing 
$500,000 annually to July 1, 1975 
Matured and maturing within one year 


Series ‘‘D’’—6%% serial debentures, maturing 
$500,000 annually July 1, 1976 to July 1, 1980 


PROVISION FOR RESEARCH, PLANT IMPROVEMENTS AND CONTINGENCIES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 


Class “A” 4% non-cumulative participating redeemable preferred shares of a par value of $50 
each, redeemable at $55 per share 


Authorized and issued 60,000 shares 


Class ““B” 4% non-cumulative redeemable preferred shares of a par value of $1.00 each redeem- 


able at par ; 
1967 1966 

Authorized 10 ,000 ,000 10 ,000 ,000 

Issued—shares 3 ,818 ,400 3,818 ,400 

Redeemed—shares 601 ,542 471 ,400 
372164500 3 ,347 ,000 

Common shares without nominal or par value 

Authorized—shares 525 ,000 525 ,000 

Issued—shares 360 ,039 360 ,039 


RESERVES 
EARNED SURPLUS (Note) 
CAPITAL SURPLUS 


1967 1966 
$6,150,925 $4,572,497 
1,995 ,767 2,440 ,337 
232 ,331 265 ,847 
500 ,000 500 ,000 
8,879,023 7,778,681 
5 ,000 ,000 5 ,000 ,000 
1 ,500 ,000 1 ,000 ,000 
3,500,000 — 4,000,000 
2 ,500 ,000 = 
1 ,000 ,000 1 ,000 ,000 
3,000,000 3,000,000 
3,818,400 3,818,400 
601 ,542 471 ,400 
3,216,858 — 3,347,000 
eee §=_ 2,221,160 
eee §=_ 8.568160 
2,645,163 2,645,163 
10,263,802 10,661 ,956 
601 ,542 471 ,400 


$37 ,827 ,548 


$35 ,125 ,360 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


SALES 
OPERATING PROFIT FOR THE YEAR 


before taking into account the items shown below 


Directors’ remuneration—including salaries of officers who are also directors 


Interest on debentures 


Profit before depreciation 


Provision for depreciation 


Provision for taxes on income 


OPERATING (LOSS) PROFIT AFTER TAXES 
Income from investments 


Profit (loss) on disposal of fixed assets 


AMOUNT TRANSFERRED TO EARNED SURPLUS 


LIMITED 


1967 1966 
$37 519,760 $41 516,943 
$ 1,606,917 $ 3,043,936 

182,011 178 ,594 
256 ,858 273 ,125 
438 ,869 451,719 
1,168,048 2,592,217 
1,433,543 1,356,800 
(265,495) 1,235,417 
ee 20,777 
(265,495) 1,214,640 
99 ,922 236 ,472 
11,103 (12,742) 
111,025 223 ,730 


($ 154,470) $1 


,438 ,370 


AND SUBSIDIARY COMPANIES 
consolidated statements for the year ended december 31, 1967 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 


BALANCE AS AT JANUARY 1 


Amount transferred from statement of profit and loss 


Dividends paid on Class ’’A” preferred shares 
Transfer to capital surplus under requirements of section 61 of Canada Corporations Act 


Contributed surplus 


BALANCE AS AT DECEMBER 31 


CONSOLIDATED STATEMENT OF CAPITAL SURPLUS 


BALANCE AS AT JANUARY 1 
Par value of Class “’B” preferred shares redeemed during year 


BALANCE AS AT DECEMBER 31 


NOTE: The accumulated amount by which taxes on income have been reduced in this and 
prior years by taking advantage of maximum capital cost allowances in excess of the deprecia- 
tion recorded in the accounts is $1,062,000. 


1967 1966 
$10 ,661 ,956 $ 9,461 ,619 
(154 ,470) 1 ,438 ,370 
10 ,507 ,486 10,899 ,989 
120 ,000 120 ,000 
130 ,142 118 ,033 
250 ,142 238 ,033 
10 ,257 ,344 10,661 ,956 

6 ,458 > a 

$10 ,263 ,802 $10,661 ,956 

1967 1966 
$ 471,400 $ 353,367 
130 ,142 115,033 

$ 


$ 601 ,542 


471 ,400 


LIMITED 


Plants at Welland, Ont., Trois Riviéres, Que., Shawinigan, 
Que., Grand’Meére, Que. 


Cotton yarns, (natural, dyed and mercerized) for Braiding, 
Knitting and Weaving Trades. 


Carpet and chenille yarns » sewing and wrapping twines. 


Single and plied yarn ducks + Drills and twills - Osnaburgs - 
Industrial grey cottons « Pocketings and interlinings - Corset 
cloths - White and dyed broadcloths - Printed flannelettes - Print 
cloths - Bleached and grey sheetings - Sheets and pillow slips 
« Sanforized “Durable” denims - Thermal blankets - Marvel Press 
100% cotton no iron fabrics. 


WOODS BAG & CANVAS CO. LTD. 
A Wholly-Owned Subsidiary of WABASSO LIMITED 


CANVAS AND SLEEPING ROBE DIVISION: 


Sleeping robes + Tents + Tarpaulins + Tent Trailers - Camping 
equipment - Canvas products. 


Plants at Toronto, Ont., Winnipeg, Man., Ogdensburg, 
N.Y. 


BAG DIVISION: 
Jute and cotton bags + Burlap and twines. 


Plants at Winnipeg, Man., Calgary, Alta. 
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